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MESSAGE OF THE SECRETARY OF DEFENSE

In the year that has passed since the Department’s last Annual Report, momentous events have
continued to reshape the world. The United States fought and won a major war in the Persian Gulf.
Thousands of miles away, the dissolution of freedom’s most powerful adversary, the Soviet Union,
brought an end to the Cold War that dominated the international security environment for more than
a generation.

Both of these events demonstrate the importance of America’s commitment to deploy the military
capability needed to defend freedom and preserve security. That capability has now put us in position
to help shape a new security environment for the post-Cold War era. We must take advantage of these
new opportunities to reduce and restructure our military, as well as to ensure we remain able to
maintain our security and interests.

In the Gulf, more than half a million servicemen and women, both active-duty and reserve,
carried out an historic campaign to liberate Kuwait and stop a ruthless aggressor from
dominating this region and its global energy lifelines. The high quality of our forces and
their superb training, advanced weapons technologies, well-organized logistics and support,
and outstanding military leadership and planning contributed to a swift victory with unprece-
dentedly low casualties. Our commitment to leadership won us the confidence and support
of the world. More than 30 nations provided forces for the Gulf Coalition, and many others
gave financial and diplomatic support.

Now, less than a year later, the Gulf War is long past. Saddam Hussein has been discredited, and
his nuclear weapons program cannot blackmail the world. Instead, Kuwait is independent, the Gulf
is at peace, American hostages in Lebanon have been returned, and a new Middle East peace process
has begun. Across the world, our leadership is respected, and nations from every continent honor
their veterans of Operation DESERT STORM. All those developments are the direct result of
America’s ability and willingness to marshal the forces needed to defeat aggression and protect the
interests of freedom.

The Gulf War sends a powerful message to potential aggressors that belligerence will not pay.
Lessons learned from Operation DESERT SHIELD/STORM are provided in a separate report
pursuant to title V of Public Law 102-25.

The second momentous event of the past year — the collapse of the Soviet Union — closes
out a critical period in history. After more than 40 years of tension, the East-West confrontation
is over. For decades, expansionist Soviet foreign policies, combined with a massive build-up of
Soviet military power, had forced America and its allies to maintain a significant commitment
to defense. Our refusal to be intimidated by the Soviet military build-up, our willingness to match
that build-up, and our deployment of forces forward in Europe and the Pacific, all provided a
shield against Soviet aggression that allowed democracy to develop and flourish in many parts
of the world.

As this Annual Report attests, our capable defense in the Cold War and in the Persian Gulf —
the first conflict of the post-Cold War era — has earned us a position of unprecedented security
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and strength. There is no country capable of mounting a global military challenge to our security,
except with respect to strategic nuclear forces. No country is our match in conventional military
technology and the ability to apply it. There are no significant alliances hostile to our interests,
and the strongest and most capable countries in the world are our friends. No region of the world
critical to our interests is under hostile, nondemocratic domination. With the defeat of Saddam
Hussein, near-term threats in these regions are small, relative to our capabilities and those of our

allies.

The success of our defense investment over the years has given America’s strategic position
significantly greater depth than at any time in the postwar era. We have a longer time before serious
threats could arise, strong alliances in every region to help keep the peace, and the quality forces and
technological edge to prevail over potential aggressors.

The years ahead still pose significant uncertainties. We have already seen that regional tensions,
such as the conflict in the Gulf, can pose serious threats to our national interests. In the former
communist countries, the road to stable democratic institutions and prosperous free markets will not
be an easy one. People are struggling with the communist legacy of economic failure and political
stagnation. Without democratic traditions for the peaceful resolution of political conflict, some new
democracies have been threatened with civil violence, unrest, and war.

Massive Soviet nuclear arsenals, including some 30,000 tactical and strategic weapons, also
remain a serious concern. A loss of central control, or the proliferation of these and other weapons
of mass destruction beyond the borders of the former Soviet Union, would pose great threats to peace
and stability.

Today, some 15 nations have ballistic missiles — in less than a decade, as many as 20 countries
may possess these systems. Nuclear, chemical, and biological weapons, as well as advanced
conventional systems, can make distant conflicts a worldwide concern. Other threats, including
terrorism, illegal drugs, and low-intensity conflict, can weaken the fabric of democratic societies.

The uncertainty of those developments is the essence of the defense challenge in the years ahead.
That uncertainty requires us to plan carefully if we are to take advantage of current opportunities for
a less costly defense while preparing for the new security environment.

Long before the collapse of the Soviet Union, the United States had already begun to shape its
military planning on the assumptions of a sharply reduced Soviet threat. Those assumptions, which
events have borne out, have enabled us to adjust our strategy and force structure to meet near-term
threats, like regional contingencies, as well as enabling us to focus our resources on high-priority
long-term investments.

With the former Soviet Army pulling out of Eastern Europe, with the end of the Warsaw Pact, and
with the dismantling of the Soviet Union, we no longer have to focus on global war originating in
Europe. We can adjust our posture for the range of regional contingencies we most expect in the
years ahead.

The new defense strategy has been successful, not only in responding to Soviet change, but in
positioning the United States to meet the demands of the new world order — from dealing with
regional contingencies to managing the global transition out of Cold War.
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The new strategy rests on four basic requirements. First, an effective strategic deterrent, including
a diverse mix of survivable, highly capable strategic nuclear weapons, is still essential to national
security. In addition, it is clear that in a world of increasingly sophisticated arsenals, the need for
strategic defense is greater than ever.

Second, we must also retain a forward U.S. military presence, in smaller numbers, to enable us to
act quickly to meet crises that affect our security. Such a forward presence enables us to support our
security interests and continues to be critical to stability and world confidence in America’s
Jeadership. We do not and cannot stand alone. Our alliances remain essential. American freedom and
security are best protected when other nations share our democratic values and join us in defending
these principles.

Third, U.S.-based contingency forces are needed to ensure we can respond rapidly to crises that
affect our security.

Lastly, we can safely reduce total forces only if we are prepared to reconstitute the force structure
as necessary to meet a newly emerging global threat. A decade ago, in 1981, no one predicted the
kind of change we saw last year, and no one can comfortably predict what the world will look like
10 years ahead. Yet today, due to the length of time it takes to build a credible defense capability, we
are creating the force we will have to rely on at that future time.

For near-term requirements, we must maintain an effective Base Force — the minimum required
to ensure our security against a broad array of potential threats. But we must also maintain the ability
to reconstitute our forces in future years, should changes in the international security environment
make that necessary. Reconstitution means preserving those elements of our security that take a long
time to establish or build — from defense infrastructure, to large weapons platforms, to the highly
trained personnel on whom our military depends.

Our new strategy provides the guideposts by which we can safely restructure and reduce our
military forces. As this Annual Report makes clear, we are now in the midst of one of the most
profound defense reductions in American history.

Last year, even given the need to meet Operation DESERT STORM requirements, the long-term
force structure cuts were already well under way. Today, in many areas, we are at or below pre-Cold
War levels. The U.S. military has fewer active-duty personnel than at any time since before the Korean
War. In the past year, more than 40 ships have been decommissioned. The number of Navy battle
force ships is now below 500 and is planned to drop below 450. We have inactivated four Army
divisions, including two in Europe, and are in the process of inactivating two more. Over the past
three years, we have cut more than 1,000 aircraft from total Air Force inventories. The number of
aircraft in the active duty force is lower now than at any time since before the Korean War.

With a smaller force, we need fewer bases and military facilities. We are therefore in the process
of closing or withdrawing from more than 700 worldwide. With a restructured force, we can also
reduce weapons procurement. In the past two years, we have canceled or terminated more than 100
military systems and weapons programs.

In addition, a new acquisition strategy has resulted in significant changes in our weapons
production programs. The value of our technological edge was clearly demonstrated in the
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Persian Gulf, where our advanced systems made our forces more effective and saved American
lives. However, the need to produce new systems quickly is less urgent now than in the past.
With the collapse of the Soviet Union, we no longer face a global adversary able to field
large quantities of increasingly advanced weapons. As a result, we can afford to take more
time before we move new weapons systems to production. We can concentrate on research
and development, operational testing, and the upgrade of existing systems, to ensure we
maintain the technological edge we require.

In addition to these changes, President Bush announced two unprecedented initiatives to
reduce nuclear forces. In September, following the failure of the hard-line coup in the Soviet
Union, the United States’ strategic bomber force and Minuteman II missiles were taken off alert
and steps were begun to make massive cuts in tactical nuclear weapons. We invited the Soviets
to join us in taking similar steps, as well as measures to ensure the security of their nuclear
arsenals, and to encourage the development of nonnuclear strategic defenses.

In January 1992, President Bush proposed a second historic initiative affecting strategic nuclear
forces. This initiative would make both unilateral and reciprocal cuts in strategic nuclear forces,
which, combined with the Strategic Arms Reduction Talks (START) limits, would result in reducing
U.S. strategic warheads 60 percent over 1990 levels.

The President’s initiatives will bring about an historic shift in the world’s nuclear posture.
They reduce the global stockpile of nuclear weapons, making the world more safe and secure.
They also encourage the kind of international developments we seek most, by giving the leaders
of the new Commonwealth of Independent States the incentive they need to turn away from the
business of producing nuclear weapons and devote their resources to building democracy and a
productive civilian economy. Such a shift will increase the security of all nations.

The changes we have made in U.S. force structure allow sharply reduced defense spending.
Just five years ago, defense spending was 27 percent of the federal budget. Next year, it will be
18 percent — less than one in every five federal dollars — and this percentage is decreasing. By
1997, national defense will account for just 16 percent of the federal budget, compared to 61
percent of federal spending which will then be devoted to payments to individuals.

All told, in the decade between 1985 and 1997, defense spending will have dropped 37 percent in
real terms. At that point, it will be only 3.4 percent of the gross national product — lower than at any
time since Pearl Harbor.

These reductions are profound, but they have been made with care. While we have taken advantage
of an unprecedented opportunity to reduce defense structure safely, we also recognize the importance
of preserving the essence of the quality force that let us win so decisively in the Gulf War.

Our strong defense has enabled us to preserve our freedoms and exercise a leadership role in
shaping the course and direction of world affairs. We must maintain that capability in the years ahead.

We were resolute in the Cold War, and we have gained greater security because of that
commitment. We were resolute in the Persian Gulf, and we have forestalled what would have
been a much larger danger there. Now, as we reduce our military, we must not forget the
importance of highly capable although smaller forces. If we fail to maintain the necessary level
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of military power, we are likely to find that a hostile regime will once again fill the vacuum and
challenge our peace and security. And this in turn will force us to higher levels of defense
expenditures, at a higher level of threat to our security, and a greater risk to American lives.

We face a fundamental choice. We can make the investment required to maintain the strategic
depth we have achieved, or we can fail to secure our advantages, and watch threats grow while
our capabilities weaken.

America’s defense cannot be rebuilt overnight. It takes years to produce an effective arsenal
of ships, tanks, aircraft, and weaponry. It takes an ongoing commitment to maintain strong
alliances. And most important, it takes great care to preserve the most important asset of our
defense, the well-trained, top-quality soldiers, sailors, airmen, Marines, and Coast Guard mem-
bers on whom our security depends.

As we honor the accomplishments of the young Americans who fought in Operation DESERT
STORM, we must commit ourselves to an equally capable force of the future. When, in later years,
we ask ourselves if we have prepared well enough to support the next generation of servicemen and
women who go into harm’s way to protect our freedoms, our answer must be yes.

[ 2l

Dick Cheney
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NATIONAL SECURITY CONCERNS AND DEFENSE POLICY PRIORITIES

Introduction

Ayear ago, the United States was at war in the Middle
East, communist hard-liners in the Soviet Union had
cracked down violently on Baltic independence move-
ments, and the USSR continued its strategic modern-
ization program. Even so, the Department of Defense
announced plans to reduce dramatically America’s
armed forces pursuant to a new defense strategy. The
new defense strategy recognized that fundamental
changes were already taking place in the international
security environment and therefore focused on regional
rather than global threats. Despite the turbulence of
global events at that time, we believed that we could
reduce defense spending and force structure safely.

With the passing of the traditional Cold War threat
planning assumption — a global war beginning on short
notice in Europe — it became possible to identify
some missions and forces that were no longer needed.
The new, regionally focused defense strategy (also
referred to as the new regional defense strategy) and
the Base Force to implement it were built by judging
what would be needed to further democracy and our
national security interests in a post-Cold War world.
We took a completely fresh look at our defense
requirements rather than just building a smaller ver-
sion of the Cold War military.

Accordingly, last year the Department proposed a
multtyear, 25 percent cut in U.S. forces. By 1995 those
cuts would reduce our active duty Army force structure
by roughly one-third of its 1990 level, from 18 divisions
to 12; our Air Force by a quarter, from 36 fighter wing
equivalents to about 26, including a cut of 9 active and
1 reserve fighter wings; our Navy by a fifth, from 547
ships to only 451; our reserves and civilians by over
200,000 each. We announced plans to cancel 100 weap-
ons programs and to close or realign well over 200
facilities worldwide. These cuts and the additional $50
billion in reductions proposed this year will reduce the
U.S. military to its lowest end strength since before the
Korean War. These reductions would also cut the
defense share of the federal budget, once as high as 57
percent, to 18 percent, the lowest level in 40 years. By
1997 the defense budget will fall to roughly 3 1/2

percent of the gross national product, by far the lowest
level since before Pearl Harbor.

The reductions were based on the promise of change
symbolized by the fall of the Berlin Wall 15 months
earlier, and on the new defense strategy announced
by President Bush in Aspen, Colorado, on August 2,
1990. That strategy was designed not simply to react to
probable reductions in the Soviet threat and other
changes around the world, but also to help shape the
future global security environment.

Shaping our future security environment means more
than simply accounting for changes in anticipated
threats. The ability to predict events and strategic
changes in.the world is extremely difficult as clearly
evidenced by recent events and the entire history of the
20th century. Because our forces take many years to
build, a proper appreciation for uncertainty is a critical
part of our regional defense strategy. It gives us the
flexibility to maintain or reconstitute forces that may be
needed in times of future crises.

Shaping the Strategic Environment

There are many factors that account for the favorable
changes of the last three years, including communism’s
fundamental flaws. However, a necessary foundation for
the liberation of Eastern Europe and the phenomenal
changes under way in the former Soviet Union was the
steadfastness of the United States and its allies through
more than 40 years of Cold War. Our refusal to be intimi-
dated by the enormous build-up in Soviet military power
during the Cold War, our willingness to match that build-
up, and our deployment of forces forward in Europe and
the Pacific that allowed democracy to develop and
flourish in so many parts of the world, all contributed
to the very substantial peaceful changes that are now
occurring in the world. The containment strategy pur-
sued by the United States and our sustained commit-
ment to democratic values over more than 40 years
significantly influenced the global strategic environment.

The United States can now reduce the overall size
of its forces and defense budget in light of those
changes. But future peace and stability in the world will

A
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continue to depend in large measure upon our willingness
and ability to deploy forces overseas — in Europe,
Southwest Asia, the Pacific, and elsewhere — and to
retain high-quality forces here at home. These forces are
critical to allow us to defend our national interests and
to come to the aid of our friends should they be threat-
ened. Others’ perceptions of our will and capability to
reconstitute forces and to defend against strategic attack
will also be critical. Maintaining that posture, maintain-
ing the U.S. presence around the world, and maintaining
the capacity to respond in a crisis — and thereby deter-
ring crises — are at the core of the regional defense
strategy.

The regional strategy has already shaped the interna-
tional environment for the better. Our success in organ-
izing an international Coalition in the Persian Gulf
against Saddam Hussein kept a critical region from the
control of a ruthless dictator bent on developing nuclear,
biological, and chemical weapons. Instead of a more
radical Middle East under Saddam’s influence, our ties
with moderate Arab states are stronger, and Arabs and
Israelis are for the first time in many years sitting down
to discuss peace. Instead of Saddam holding Kuwait
hostage, American hostages in Lebanon have been
freed.

The United States can help shape the future strategic
environment and hedge against both anticipated threats
and uncertainty.

Strategic Depth

The events of the last three years have provided the
United States with strategic depth — threats to our
security have become more distant, not only physically
but in time as well. Today we face no adversary capable
of posing a global challenge, except with respect
to strategic nuclear forces. No country is our match
in conventional military technology or the ability to

apply it.

During the Cold War, the United States lacked stra-
tegic depth. We anticipated only one or two weeks of
warning of a Warsaw Pact offensive in Europe that could
push us to the brink of nuclear war. Now, an adversary
intent on challenging the United States and its allies
would have to overcome our formidable alliances and
the qualitative advantages that were displayed so
impressively by Coalition forces during Operation
DESERT STORM.

Because the United States now has strategic depth,
we can respond in a graduated manner to preclude the
reemergence of a global threat. Our tools include politi-
cal and economic steps, as well as security efforts to
prevent the domination of critical regions by hostile,
nondemocratic aggressors. On the security side, through
forward presence, sustained crisis response capabilities,
and a continued technological edge, we can work to
preclude potential aggressors from initiating regional
arms races, raising regional tensions, or dominating
critical regions.

It is important that we exploit our advantageous
position and preserve capabilities needed to keep threats
small. If we do not maintain sufficient military power,
we are likely to find that a hostile power fills the vacuum
and once again presents a regional challenge. This in
turn will force the United States to accept higher levels
of defense expenditures at a higher level of threat to our
security and a higher risk of war.

Today, the United States faces a fundamental choice.
We can make the investments required to maintain the
strategic depth that we have won — a much smaller
investment than we made to secure it. Or we can fail to
secure these advantages, and eventually the threats will
not be remote, they will not be vague, and we will not
have the alliances and the capabilities to deal with them.
The cost of waiting until then to respond would likely
be much more expensive, and the outcome much riskier,
than the cost of sustaining adequate military capabilities
now.

The Security Environment in the Mid-1990s

The transformation of the former Soviet Union and

Eastern Europe, the continuing risk of regional conflict,

the evolving capabilities of U.S. allies, and changes in
the nature of future warfare are fundamentally altering
global relationships and activities. These four develop-
ments, along with many other political, economic, tech-
nological, and social changes in the world, will continue
to change the international security environment and

affect U.S. interests.

END OF THE SOVIET UNION

The collapse of the Soviet Union and the dissolu-
tion of the Warsaw Pact have transformed the interna-
tional security environment. What was once a
heavily-armed superpower, casting a menacing
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shadow over Europe and Asia and possessing global
power projection capabilities, has ceased to exist.

In its place 12 independent states have emerged, 11
of which have formed a Commonwealth of Independent
States. Its fate is still uncertain. The political and eco-
nomic futures of the independent states are unclear. The
nature of the Commonwealth is still being defined and
its long-term prospects rest in the balance.

The new states of the Commonwealth have begun
difficult negotiations to sort out their political relation-
ships, including future military arrangements. For ex-
ample, there have been some tense moments as a result
of the competing claims by Russia and Ukraine to the
Black Sea Fleet and the military forces stationed in
Ukraine. But there have been some successes as well.

The Commonwealth states have agreed to take steps
to place the former Soviet nuclear arsenal under unified
control.

m The four states of the Commonwealth where nuclear
forces remain — Russia, Ukraine, Belarus, and
Kazakhstan — have all declared their intent to observe
and implement the Strategic Arms Reduction Talks
(START) Treaty obligations.

m Ukraine and Belarus have expressed their intention to
become nuclear-free states, and all nuclear weapons
will be removed from Ukraine by the end of 1994,
While the record is less clear, it appears Kazakhstan
may also in the end become a nuclear-free state. If so,
all strategic systems in the end will be deployed on
Russian territory. However, the ultimate disposition of
strategic nuclear weapons will take some time to re-
solve, and a deterioration of relations among the new
states could affect its outcome.

m In response to President Bush’s September 1991
initiative to destroy or withdraw U.S. battlefield and
sea-based tactical nuclear weapons, it appears that the
states of the Commonwealth plan for all tactical nu-
clear weapons — which are clearly the most vulner-
able to improper seizure — to be consolidated in
Russia by July 1992 with large numbers scheduled to
be dismantled.

m The Commonwealth leaders have unanimously
agreed to retain unified control over nuclear weapons,
perhaps the most important step of all. While final
launch authority is vested in the President of Russia,
the Minsk Agreement specifies that he act only with
the agreement of the leaders of the other three repub-

lics where nuclear forces remain and in consultation
with the remaining Commonwealth leaders.

These commitments to keep nuclear weapons of the
former Soviet Union under secure and responsible con-
trol are important to the United States and other coun-
tries around the world. So far the nuclear command and
control mechanisms appear to be more robust than many
would have anticipated. Overall, the Commonwealth
has proved to be a valuable forum for resolving out-
standing differences among the newly independent
states, especially nuclear command and control and the
fate of the former Soviet military.

The dissolution of the USSR as a state and the demise
of communist ideology have spelled the end of the threat
of direct, large-scale conventional military attack on
Europe that drove our security policy for more than 40
years. We are no longer engaged in a global ideological
confrontation with an aggressive, expansionist state that
pursues policies inimical to our basic values. For the
moment, the new leaders of the former Soviet republics
are looking to the West for assistance and advice. As
Russian Foreign Minister Kozyrev recently put it: “The
developed countries of the West are Russia’s
natural allies. It is time to say firmly that we are not
adversaries . . ..”

It is improbable that a global conventional challenge
to U.S. and Western security will reemerge from the
Eurasian heartland for years to come. Events are having
a sweeping and dramatic impact on the capabilities of
the former Soviet military. Readiness and force levels
are falling significantly; conscription is being widely
ignored; units are being withdrawn from eastern
Germany and from Eastern Europe; and a large amount
of military spending is being diverted from operations
and procurement expenditures to personnel costs to
prevent a wholesale collapse of living standards for the
troops and their families. Troop loyalties are divided and
uncertain.

Implementation of arms control agreements will fur-
ther reduce any threatening military capabilities, as will
anticipated transfers of significant resources from mili-
tary to civilian purposes.

Finally, former Soviet modernization programs
appear to be slowing down or in some cases coming to
a halt. In the current confusion, the system will continue
under its own momentum for some time to come until
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national authorities redirect, stop, or convert it, or the
system simply runs out of necessary parts or inputs.

This slowdown has been true even of strategic mod-
ernization. We expect, at least in the near term, contin-
ued deployments of land-based intercontinental ballistic
missiles (ICBMs), albeit at a slower pace. President
Yeltsin has announced the completion of the Blackjack
and Bear H programs, and no new ballistic missile
equipped nuclear submarines are likely to become
operational within the decade. Whether this slowing
down is due to political will, economic collapse, or both,
it represents a further encouraging sign that significant,
positive change has occurred in Moscow’s defense
policy.

Despite all the good news, there are some more
troubling trends. The former Soviet Army, still one of
the largest and most heavily armed in the world, is now
an army facing a crisis of identity. It remains the only
intact, functioning institution of the former USSR. Yet
it has no clear mission, an ill-defined chain-of-
command, and its traditional means of life support are
increasingly drying up. The officer corps has become a
cauldron of discontent, frustrated by the sudden frag-
mentation of the force, the loss of social prestige, pre-
cipitously declining living standards, and the lack of
social welfare and protection programs. A popular slo-
gan at the recent all-army officers’ conference in Mos-
cow sounded an ominous tone: “If the politicians do
not decide the fate of the army, the army will decide
the fate of the politicians.”

Several republics are moving to take over the military
forces and equipment on their territory, despite resis-
tance from Moscow. Some units on their own are
switching allegiance to republic or even local authori-
ties. In some areas, particularly the Transcaucasus, mili-
tary units have come under attack by locally armed
groups looking to seize weapons and equipment. In the
Baltics, the slowness of the withdrawal of former Soviet
forces has led to tension between military units and local
authorities over logistical support and housing. At this
point, we cannot be certain what the ultimate disposition
of the former Soviet armed forces will be. While Com-
monwealth leaders have agreed on central direction of
nuclear forces, they have been unable to resolve the
status of general purpose forces. Some former republics
will want their own military forces, while others may
participate in Commonwealth forces.

A major concern about the demise of the USSR is the
potential for the further spread of nuclear, biological, or
chemical weapons technology and the technology
underlying missiles and advanced conventional sys-
tems. With the cutbacks in former Soviet weapon pro-
grams and the rapid deterioration of the Soviet economy,
there will be a strong temptation for unemployed Soviet
scientists, accustomed to prestigious careers and supe-
rior standards of living, to seek employment abroad.
Soviet scientists with expertise in nuclear weapons
design, plutonium production or uranium enrichment,
or chemical or biological weapons design pose a signifi-
cant security problem.

Third World countries attempting to acquire nuclear,
biological, and chemical weapons will undoubtedly at-
tempt to take advantage of economic distress in the
former Soviet Union. The diffusion of advanced con-
ventional technologies developed by the Soviets could
tilt regional balances against our interests.

The Congress and the Executive Branch have fo-
cused on the problem in connection with recent legisla-
tion designed to provide up to $400 million to address,
among other concerns, proliferation. Realistically, how-
ever, we must face the fact that despite our best efforts,
some of this technology will be transferred to hostile
countries.

While the United States has been repeatedly assured
by authorities of the Commonwealth of Independent
States that all former Soviet nuclear weapons are cur-
rently being properly safeguarded and controlled, we
will be more assured when their levels have been sig-
nificantly reduced. In addition, the enormous stocks of
chemical and biological weapons must be destroyed. As
Russia’s destruction capabilities are in some ways lim-
ited, particularly for its chemical weapons, we are inves-
tigating how the Department of Defense can best assist
efforts to destroy weapons of mass destruction.

The outcome of the transition in the former Soviet
Union remains profoundly uncertain. The economic
situation, particularly in Russia, will be decisive in this
regard, and no one has yet successfully transformed a
command-administrative system into a free market
economy. That profound challenge confronts Russia,
which alone will remain a major European power, and
Ukraine, which has the potential to become one in the
long run.
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The stakes are enormous. If Russia, Ukraine, and the
other states of the Commonwealth of Independent States
make the transition to a new political and economic
system based on Western values, then the next century
is likely to be marked by peace and prosperity. If they
_ fail, we will have to confront a new array of challenges
to our security.

Such an outcome would be dangerous not only for
the people directly involved but for Americans as well.
The United States must do everything that it can to assist
them to avoid such an outcome. Experts often speak of
the dangers of “Weimar Russia,” in which initial ad-
vances toward democracy and economic stabilization
fail and an authoritarian leader assumes power and
rearms. In Weimar Germany, it took more than a decade

before democracy failed; we do not know what might
happen in Russia. If developments take such a turn, our
current defense program will allow us to make the
necessary midcourse corrections in the available warn-
ing time.

Despite the potential problems, the current trend of
events remains positive. This optimism enables us to
contemplate changes in the international system which
few would have dreamed of even one year ago.

THE GROWTH OF REGIONAL THREATS

The Gulf War taught us that there remain real chal-
lenges to our national security interests. These threats
are likely to arise in regions critical to the security of the
United States and our allies. There are potential threats
in each of those regions, and the U.S. must be prepared
to deter, or if necessary to defeat, such threats.

The end of the Cold War reduced the danger that a
regional conflict could escalate into a global war. The
disappearance of the Soviet Union has eliminated that
danger altogether in the near term. At the same time,
regional conflicts will become increasingly complicated
by the proliferation of weapons of mass destruction and
sophisticated conventional capabilities in the Third
World.

In the future, the United States may have to respond
to hostile countries willing to employ weapons of mass
destruction. During the Gulf War, we faced an adversary
armed with chemical and biological agents. Although
Saddam Hussein did not use these weapons, we may not
be so lucky the next time. Unfortunately, a number of

nations — including Iran and North Korea — are work-
ing to develop nuclear or unconventional weapons. As
we learned from our experience with Iraq, it can be
extremely difficult to know how far such efforts to
develop weapons of mass destruction have progressed.

The threat is not limited just to weapons of mass
destruction. The global diffusion of military and dual-
use technologies will enable a growing number of coun-
tries to field highly capable weapon systems, such as
ballistic missiles, stealthy cruise missiles, integrated air
defenses, submarines, modern command and control
systems, and even space-based assets. Unfortunately,
there are both governments and individuals willing to
supply proliferating countries with both systems and
technical expertise. As a result, our regional adversaries
may be armed with capabilities that in the past were
limited only to the superpowers.

We must, therefore, be prepared to face adversaries
who are willing to use weapons of mass destruction and
ballistic or cruise missiles. If the use of weapons of mass
destruction is threatened, we may need to win even more
quickly and decisively than in the Gulf War, and we
would still want to retain the advantages necessary to
keep our own losses as low as possible.

ENDURING ALLIANCE RELATIONSHIPS

During the Cold War, a coalition effort led by the
United States was needed to successfully oppose the
expansionist ambitions of the former Soviet Union. That
global threat has disappeared, but the need to work
closely with other countries to achieve common security
objectives continues. NATO remains the focal point for
the U.S. security involvement in Europe, our alliances
with Japan, Korea, and Australia remain important in
Asia, and our security agreements and arrangements in
other areas of the world continue to be of considerable
importance.

In many respects, this alliance structure is perhaps
our nation’s most significant achievement since the
Second World War. This system of alliances and friend-
ships constitutes a prosperous, largely democratic,
market-oriented “zone of peace” that encompasses
more than two-thirds of the world’s economy. In the
long run, preserving and expanding these alliances and
friendships will be as important as the successful con-
tainment of the former Soviet Union or the Coalition
defeat of Iraq.
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The end of the bipolar world also has opened oppor-
tunities for international cooperation that were impossi-
ble only a few years ago. This cooperation will
undoubtedly take unexpected forms and ad hoc relation-
ships will be required to deal with specific regional
contingencies.

The growing strength of our allies will make it pos-
sible for them to assume greater responsibilities for our
mutual security interests. More reciprocal and mature
security relationships will be more sustainable over
time. We will expect our allies to share the burden of
leadership, and we will work with them towards this

end.
MILITARY TECHNOLOGICAL REVOLU TI\ ON

1

The Gulf War provided the world with a vivid dem-
onstration of the revolution in military technology that
is reshaping the nature of warfare. High technology
systems vastly increased the effectiveness of our forces.
This technological revolution encompasses many areas,
including stand-off precision weaponry, sophisticated
sensors, stealth for surprise and survivability, night vi-
sion capabilities, and antiballistic missile defenses. In
large part this revolution has resulted from the develop-
ment of new technologies, such as our ability to manipu-
Jate information through microprocessors, a process that
has become familiar in our daily lives. The exploitation
of these new technologies promises to change the nature
of warfare significantly, as did the invention of tanks,
airplanes, and aircraft carriers earlier in this century.

The war tested an entire generation of new weapons
and systems at the forefront of this revolution. In many
cases these weapons and systems were being used in
large-scale combat for the first time. In other cases,
where the weapons had been used previously, the war
represented their first use in large numbers. For exam-
ple, precision guided munitions were not entirely new.
They were used at the end of the Vietnam War in 1972
to destroy two bridges in Hanoi that had withstood
multiple air attacks earlier in the war. However, their use
in large numbers in the Gulf War represented a new stage
in the history of warfare.

The military technological revolution will continue
to pose challenges to our forces both to stay abreast of
competing technologies and to extract the greatest
potential from our systems. For example, the use of
modern precision munitions requires much more

detailed intelligence than before. It was not enough for
traditional intelligence sources to report that a certain
complex of buildings housed parts of the Iraqi nuclear
program. Target planners had to know precisely what
function was conducted in a specific building, or even
in what part of that building.

Despite the end of Soviet competition, the United
States must continue to maintain a technological edge
over potential adversaries. First, other nations will con-
tinue to make advanced systems and there is an increas-
ing likelihood of sales or diversions to hostile countries.
Second, the United States must respond decisively to
regional crises, and as was demonstrated in Operation
DESERT SHIELD/STORM, a technological edge
enables us to prevail quickly. Maintaining this techno-
logical edge requires a continuing emphasis on techno-
logical superiority. Finally, we may require advanced
systems to deal with the proliferation of weapons of
mass destruction — to destroy them before they are
used, to defend against them, or to discourage others
from contemplating their use.

The Regional Defense Strategy

The new defense strategy formulated in 1990 recog-
nized that the massive, short-warning threat posed to
Central Europe by Soviet military forces, and that could
quickly escalate to global war, had been eliminated. But
this regional defense sirategy also acknowledged that
nondemocratic powers might attempt to achieve hegem-
ony in regions that remain critical to U.S. interests, and
that such threats could arise with little or no warning.
Additionally, the strategy recognized that the United
States could confront diverse regional conflicts with
great differences in terrain, climate, the nature of the
threat, and levels of support from allies and friends.

Threats to our vital interests could arise with little
notice in various parts of the world, including Europe,
Asia, Southwest Asia, and Latin America. We want to
ensure that other powers do not dominate critical regions
of the world thereby preventing them from posing a
serious global challenge.

The ability of the United States to implement the
regional defense strategy will depend on preserving a
robust alliance structure, quality personnel, technologi-
cal superiority, and core competencies — the leadership,
doctrine, and skills needed to retain mastery of critical
warfare capabilities. Unless these foundations of our
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strategy are protected, we will undermine our national
security. Should they be lost, the United States will pay
ahigh cost to reacquire them and the effort could require
decades of sustained new investment.

The regional defense strategy consists of four essen-
tial elements: strategic nuclear deterrence and strate-
gic defense, forward presence, crisis response, and
reconstitution.

STRATEGIC NUCLEAR DETERRENCE AND
STRATEGIC DEFENSE

The United States will continue to rely on its strategic
nuclear deterrent capability, including a survivable com-
mand, control, and communications system and the
Triad, as modified by treaties and presidential initia-
tives. Our future forces will give less emphasis to land-
based ICBMs and ready bombers, while moving toward
early deployment of defensive systems.

The total size of the U.S. nuclear arsenal is shrinking
significantly as a result of arms control agreements with
the former Soviet Union and the historic unilateral in-
itiatives announced by President Bush. The remaining
force will be sufficiently capable to deter future aggres-
sion and to demonstrate the commitment to protect our
vital interests.

Russian nuclear weapons may no longer pose a threat
to the United States and its allies sometime in the future,
and when that happens the United States will no longer
need to hold at risk what future Russian leaders will hold
dear. This would require unambiguous evidence of a
fundamental reorientation of the Russian government:
institutionalization of democracy, positive ties to the
West, compliance with existing arms reduction agree-
ments, possession of a nuclear force that is nonthreaten-
ing to the West (with low numbers of weapons,
nonmultiple independently-targetable reentry vehicles
(MIRV), and not on high alert status), and possession of
conventional capabilities that are not threatening to
neighbors.

A transformation of Russia along these lines is our
goal, but whether it will be possible to achieve this
objective is far from clear. As the United States pursues
this goal, we must recognize the robust strategic nuclear
force that continues to face us, the fragility of democ-
racy in the new states of the former Soviet Union, and
the possibility that they might revert to closed, authori-

tarian, and hostile regimes. Our movement toward this
goal must, therefore, leave us with timely and realistic
responses to unanticipated reversals in our relations.

Strategic nuclear forces will continue to play an
essential role with respect to countries other than the
former Soviet Union. Nuciear weapons cannot be disin-
vented. Other countries — some of them, like Iraq,
hostile and irresponsible — threaten to acquire them.
This requires the continued reliance on a secure retali-
atory capability to deter their use. Strategic forces will
also continue to support our global role and international
commitments, including our transatlantic links to
NATO.

Defense against ballistic missiles also will assume
greater importance in the future. With an increase in
regional instabilities, the risk of ballistic missile use is
growing. Accordingly, the Strategic Defense Initiative
(SDI) program has been refocused on Global Protection
Against Limited Strikes (GPALS), providing limited
defense on a global scale, defending the United States,
forward deployed U.S. forces, and allies. The Missile
Defense Act of 1991, enacted as part of the fiscal year
(FY) 1992 Defense Authorization Act, is an important
step in providing for GPALS implementation.

FORWARD PRESENCE

To support our strategy’s continuing focus on re-
gional security concerns, U.S. military forces must
maintain a forward presence to show U.S. commitment
and lend credibility to our alliances, to deter aggression,
enhance regional stability, promote U.S. influence and
access, and when required, provide an initial crisis
response capability. Forward presence is vital to the
maintenance of the system of collective defense by
which the United States has been able to work with
friends and allies to protect our security interests while
minimizing the burden of defense spending and unnec-
essary arms competition.

Under the new strategy, forward presence is an im-
portant factor in maintaining global stability and U.S.
influence abroad. Forward basing of forces and the
prepositioning of equipment facilitate rapid reinforce-
ment and enhance the capability to project forces into
vital strategic areas. In regions of the world where we
do not have a land-based presence, maritime forces to
include maritime and afloat prepositioning of equip-
ment, long-range aviation, and other contingency forces
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Force Employment

Chart 1

|m||1ummwtl|m,|nnm«\m\uu|mmumm\m|nn|m|rm|m1nuuuHu||mlunmmml!nﬂm IHUH!IWIHW

|

e e

Total
Force

L

Peacetime —————>» ——> Regional Contingencies —> —> Global Threat

Iﬂﬂ“m Active Component

Reserve Component

E Reconstitution

allow us to respond to crises. Our forward-deployed
forces provide an initial capability to respond to crises,
and can fvlfill a variety of regional roles. This requires
readily available forces, predominantly from active
components.

Although forward presence will continue to be cru-
cial, a reduced global threat and the improving capabili-
ties of allies will permit reductions in the size and
frequency of our current forward deployments. The
reduced threat and arms control achievements will make
it possible to reduce our European troop strength to
roughly half its current level by middecade. We antici-
pate that more than 25,000 troops will be pulled out of
bases in East Asia by December 1992. This includes the
withdrawal from the Philippines. However, plans to
remove additional forces from South Korea have been
suspended while we address the problem posed by the
North Korean nuclear program. Also, the Panama Canal
treaties call for withdrawal of U.S. military forces from
Panama by the end of 1999.

The interests of the United States require the contin-
ued presence of our military forces in certain regions of
the world, including Europe, Southwest Asia, and East
Asia. Our forces will remain for as long as they are

needed and welcomed by our allies to protect the inter-
ests of the United States and its allies. In other parts of
the world where we have strong interests, we will dem-
onstrate our engagement through visits, exercises,
equipment prepositioning, and security and humanitar-
ian assistance programs. Our purpose remains to deter
aggression and assure friends of our commitment by
being present and having the credible forces needed for
crisis response.

CRISIS RESPONSE

The ability to respond to regional or local crises is a
key element of our new strategy and also an important
consideration in how we size our active and reserve
forces. The regional and local contingencies we might
face are many and varied, both in size and intensity.
These contingencies potentially involve a broad range
of military forces of varying capabilities and technologi-
cal sophistication, and can occur under an equally broad
range of geopolitical circumstances — especially the
potential to develop on very short notice. These condi-
tions require highly responsive military forces that must
be available with little or no notice.

As we learned from the Gulf War, a regional crisis
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can also mean mounting a very large military operation
against a well-armed and capable adversary. Proliferat-
ing threats of ballistic missiles, cruise missiles, and
chemical, biological, or even nuclear weapons heighten
the specter of risk. Highly ready and rapidly deploy-
able power projection forces remain key elements of
protecting our interests from unexpected or sudden
challenges. We must be ready to deploy a broad array
of capabilities, including heavy and light ground
forces, air forces, naval and amphibious forces, space
forces, and special operations forces.

The capability for rapid movement of forces to
remote areas is also an essential component of our
national strategy. As our overall force levels and
forward-deployed forces shrink, we must continue to
invest in prepositioning, airlift, sealift, and space
capabilities. Over the long term, we must challenge
our technology base to develop weapons that are
lethal, but more readily deployable and more easily
sustained.

Because of the high level of uncertainty in the inter-
national environment, U.S. forces must emphasize
qualities of versatility, lethality, global deployability,
and rapid responsiveness. Readiness and mobility must
be among the highest priorities, especially for forces
designated to respond to short warning crisis.

RECONSTITUTION

Reconstitution is intended to deter any potential
adversary from attempting to build forces capable of
posing a global challenge to the United States and, if
deterrence fails, to provide a global warfighting capa-
bility. In essence, reconstitution is a way of hedging
against future unanticipated threats.

When the concept was first incorporated into U.S.
defense strategy in 1990, reconstitution planning
focused on the possibility that the Soviet Union might
seek to restore quickly the reductions it was making in
its military forces. Since then, the Soviet Union has
ceased to exist, and military forces in the former Soviet
Union have been cut even further. Thus, while reconsti-
tution is still an important element of our strategy, the
length of time that would be required for Russia, or any
other potential adversary, to mount such a challenge is
increasing.

The reconstitution concept requires that we take care

to preserve the longest-lead elements of our security.
This includes our alliance structures, forward deploy-
ments, and access arrangements; the technological and
doctrinal edge that comes from vigorous innovation and
development; our industrial base; and the high quality
and morale of well-trained military and civilian
personnel.

Timely reconstitution also requires that we retain
some elements of the force structure that take relatively
long periods of time to produce, or that we remain
capable of rebuilding them. This includes weapons
platforms with long production or recommissioning
times, and highly trained personnel, such as unit com-
manders and specialized technicians. As time passes,
however, we must be able to rely increasingly on our
industrial and manpower mobilization base for timely
reconstitution.

The Base Force

Implementation of the regional defense strategy has
led the Department of Defense to conduct a comprehen-
sive reassessment of force structure. The outcome of this
review is the Base Force — the force structure needed
to meet our ongoing defense needs. Several key princi-
ples guided its formulation and are outlined in more
detail in the January 1992 report, “National Military
Strategy of the United States.” The Base Force provides
capabilities that are credible to both friends and adver-
saries, yet takes into account the financial constraints of
a shrinking defense budget. The new structure is tailored
for regional contingencies, but makes provisions for
reconstitution of capabilities should a global threat
emerge. It also takes arms control agreements into
account.

Alliance relationships remain integral to our national
security strategy, and the Base Force accounts for the
contributions that can be made by our allies and friends.
Although our contribution may predominate, experi-
ence has shown that we can rely on our allies to make
important commitments to coalition efforts.

The Base Force is not a blueprint for a command
structure, but rather provides a framework within which
we can size our forces in an era of uncertainty. It
distinguishes four components of our total force:
Strategic Forces, Atlantic Forces, Pacific Forces, and
Contingency Forces. The Strategic Forces are designed
primarily to protect against nuclear threats, either
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through deterrence or defense. These forces will include
a triad of ballistic missile submarines, long-range bomb-
ers, and ICBMs, as well as the GPALS ballistic missile
defenses. The Atlantic Forces are configured to support
our commitments in Europe, the Middle East, and
Southwest Asia, with the ground component consisting
primarily of heavy forces. The Pacific Forces sup-
port our commitment in the Pacific region to include
Southeast Asia, and consist of forward-based,
forward-deployed, and reinforcing air, naval, and land
forces. The Atlantic and Pacific Forces are supple-
mented by dedicated crisis response units stationed in
the United States. The Contingency Forces provide a
crisis response capability for unexpected crises and
consist mostly of active component units capable of
rapid deployment.

The Base Force will be supported by four capabili-
ties: a logistics network, including transportation to
project and sustain military forces; space-based assets
to enhance the effectiveness of strategic and tactical
forces; research and development (R&D) to ensure tech-
nological superiority; and the capability to reconstitute
our forces should it prove necessary.

The Base Force relies on both active and reserve
components. The active forces will provide the primary
capabilities for day-to-day operations, as well as most
of the combat and support units needed to respond
initially to regional contingencies. The reserve forces
will provide essential support units, in increasing num-
bers for more extended confrontations, as well as com-
bat units to augment and reinforce the active component
forces in large or protracted confrontations, and to per-
form assigned missions including, for example, conti-
nental United States (CONUS) air defense, civil affairs,
and tactical air reconnaissance.

Reductions in the overall size of our forces have
increased the importance of continuing to maintain high
quality forces. Recruiting, retaining, and training high
quality personnel must remain high priorities.

The effectiveness of our weaponry and support capa-
bilities depends on the quality of the men and women
who operate it. It takes time to train people and combat
units: the proficiency of our forces is a result of the
willingness of dedicated people to devote years of their
lives to acquiring the skills needed to operate an effec-
tive military force. The stellar performance of the U.S.
military during Operation DESERT STORM reflects

the long-term commitments of past leaders and decades
of investment in defense capabilities.

Implementation of the new defense strategy and the
associated Base Force concept will result in significant
reductions in the size of U.S. military forces. The reduc-
tions in force levels are dramatic, but it will be possible
to transition to the new structure if the changes are
implemented in a responsible and rational manner. It
will be possible to support effective military forces only
if we can end programs that are no longer necessary,
consolidate bases, streamline procedures, and adjust
overall manpower levels without arbitrary restrictions.
Force adjustments must also achieve a proper balance
between active and reserve forces.

Other Defense Priorities

ARMS CONTROL

The United States continues to engage in arms control
as part of a coordinated effort to enhance our security
and that of our allies, and not as an end in itself. Arms
control agreements have supported our national security
policy by channeling force postures in more stabilizing
directions, by injecting greater predictability and trans-
parency into military relationships, and by reducing
force levels in ways that enhance the national security
of the United States and its allies and negotiating
partners.

On July 31, 1991, Presidents Bush and Gorbachev
signed the START Treaty in Moscow, marking the con-
tinuing trend in improved U.S.-Soviet relations. The
START agreement imposes equal aggregate ceilings on
the strategic offensive arsenals of both countries, with
reductions carried out in three phases over seven years
after the treaty enters into force. After the seven year
implementation period, each country will be allowed
1,600 deployed strategic nuclear delivery vehicles and
no more than 6,000 accountable warheads. The limits
imposed by the treaty are shown in Table 1. The treaty
is now awaiting the advice and consent of the Senate to
ratification. Although it was not confirmed by the
former Soviet Union, the governments of the Common-
wealth of Independent States with strategic nuclear
weapons have all indicated that they intend to ratify the
agreement and live within its limits.

The United States and the former Soviet Union are
proceeding with certain early implementation actions
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Agreed START Central Treaty Limits Table 1

The United States and the former Soviet Union
agreed to the following START central treaty
limits:

m 1,600 deployed ICBMs, deployed
SLBMs, and deployed heavy bombers

m 154 deployed heavy ICBMs

m 6,000 total accountable warheads

m 4,900 warheads on deployed ICBMs and
deployed SLBMs

m 1,540 warheads on deployed heavy ICBMs

m 1,100 warheads on deployed mobile
ICBMs

m 3,600 metric ton ceiling on throw-weight

required by the START agreement. These activities
enhance confidence in the treaty through greater trans-
parency and provide early experience with the verifica-
tion provisions of the treaty. ICBMs, submarine-
launched ballistic missiles (SLBMs), heavy bombers,
and air-launched cruise missiles covered by the treaty
have been exhibited by both countries to improve moni-
toring of the agreement. In addition, both sides have
taken steps to make ballistic missile telemetry more
accessible, even before START enters into force. This
includes implementation of a provisional one year ban
on encryption and jamming, as well as demonstration of
telemetry tapes and playback equipment.

On September 27, 1991, President Bush announced
the largest single change in the deployment of U.S.
nuclear weapons since they were first integrated into our
forces. The new posture was made possible by the defeat
of the Soviet coup in August 1991, which gave us an
opportunity to move toward a safer, more stable nuclear
relationship with the former Soviet Union. This marked
a significant change in our approach to achieving stabi-
lizing reductions in nuclear forces from our traditional
approach of time-consuming and detailed arms control
negotiations.

President Gorbachev accepted several of the U.S.
ideas and offered additional suggestions. As a result, all
U.S. and Soviet ground-launched theater nuclear weap-
ons are to be eliminated, and theater nuclear weapons
are to be withdrawn from ships, submarines, and land-
based naval aircraft. In addition, half of the former

Soviet Union’s nuclear-armed surface-to-air missiles
(SAMs) will be eliminated. These steps reflect the
reduced importance of theater nuclear weapons in the
current security environment. Qur strategic bombers
and Minuteman II missiles were taken off alert, and the
President indicated that once START enters into force,
the elimination of the Minuteman IIs will be accelerated.
Several programs were canceled, including the short-
range attack missile (SRAM II), the rail-mobile basing
mode for the Peacekeeper missiles, and the road-mobile
basing mode for the Small ICBM. Although these steps
were taken unilaterally, the Soviets were encouraged to
take reciprocal actions. The President also proposed
the mutual elimination of multiple independently-
targetable reentry vehicle ICBMs, that the former Soviet
Union limit its ICBM modernization to one, single
reentry vehicle ICBM and confine its ICBMs to garri-
sons where they would be more safe and secure.

In his January 1992 State of the Union address,
President Bush announced major reductions in U.S.
strategic nuclear modernization programs. These steps
are to be taken unilaterally and immediately. The B-2
program will be terminated at 20 aircraft. The Small
ICBM program will be canceled entirely. Production of
the W-88 warhead for Trident II (D-5) SLBMs will be
terminated. Purchases of the advanced cruise missile
beyond those already authorized will cease. The Presi-
dent also called upon the leaders of the four republics of
the Commonwealth of Independent States with nuclear
forces on their territory to join the United States in even
more far-reaching bilateral strategic arms reductions.
He reiterated his proposal from last September that the
former Soviet Union should eliminate all ICBMs with
multiple warheads, the most destabilizing weapon sys-
tems, and promised in return to reduce significantly the
number of our nuclear warheads at sea and on bombers.

If the newly independent states of the former Soviet
Union agree to the President’s proposals, the United
States will make even more dramatic changes to the
Base Force. Our 50 multiple-warhead Peacekeeper mis-
siles would be eliminated, and all 500 Minuteman
ICBMs would be downloaded to a single-warhead con-
figuration. The 3,456 warheads attributable to our 18-
submarine Trident force would be reduced
approximately one-third by downloading reentry vehi-
cles from missiles or by removing missiles from subma-
rines. This would cause the level of accountable
warheads in our Base Force to decrease by 40 percent.
In addition, a substantial numbeér of bombers would be
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reoriented primarily toward conventional missions,
causing the actual number of warheads to be roughly
half the levels that we planned to have under START.

The United States and the former Soviet Union are
proceeding with implementation of the Intermediate-
Range Nuclear Forces (INF) Treaty. Under the provi-
sions of the INF Treaty, all ground-launched
intermediate- and shorter-range nuclear missiles de-
clared by the United States and the Soviet Union were
eliminated by May 1991, three years after the treaty
entered into force.

Under the verification protocols of the Threshold Test
Ban Treaty (TTBT), which entered into force in Decem-
ber 1990, the former Soviet Union conducted an on-site
inspection of one U.S. nuclear test in 1991. Planned U.S.
measurements of two Soviet tests scheduled for Decem-
ber 1991 were canceled as a result of the Kazakhstan
decision to close the Semipalatinsk test site. Thus, U.S.
experience with TTBT implementation in the former
Soviet Union has been limited to a few preparatory,
off-site activities. The United States has not identified
any further restrictions on nuclear testing beyond the
TTBT that would be consistent with our national secu-
rity requirements to maintain a safe and credible nuclear
deterrent. As long as nuclear weapons play a critical role
in U.S. national security strategy, nuclear tests will be
required to ensure the reliability and effectiveness of the
weapons, and to validate enhanced safety features as
they are developed.

The treaty on Conventional Armed Forces in
Europe (CFE), signed in November 1990, will enter
into force after it has been ratified by all signatories.
During 1991, the parties to the treaty worked out a
number of data and implementation problems. The
U.S. Senate has consented to ratification of the agree-
ment, but it awaits ratification by appropriate states of
the former Soviet Union. Negotiations are continuing
on a follow-up CFE agreement dealing with man-
power limitations and additional measures aimed at
further strengthening security and stability in Europe
as mandated by the CFE Treaty. In the field of confi-
dence and security-building measures (CSBMs), the
Vienna Document of 1990 entered into effect and
was implemented during 1991. Negotiations on addi-
tional CSBMs are continuing. Open Skies negotia-
tions resumed in 1991 with indications that an
agreement may be achieved in early 1992.

On May 13, 1991, President Bush introduced his
initiative supporting the global ban on chemical weap-
ons (CW) which called for resolution of all major out-
standing issues by the end of 1991 and completion of
the Chemical Weapons Convention (CWC) within 12
months. He declared the U.S. intention to become an
original party to CWC and called upon all states to do
the same and to declare publicly all CW stocks. He
announced that the United States would drop its insis-
tence on states retaining the right of retaliation with CW
and will forswear use of CW for any reason, effective
when the CWC enters into force.

The Department of Defense On-Site Inspection
Agency (OSIA) was established in January 1988 to
implement the escort and inspection provisions of the
INF Treaty. Subsequently, OSIA has been tasked to
implement programs for the support of TTBT, CFE,
START, the bilateral U.S.-USSR Chemical Weapons
Destruction Agreement, and the multilateral CWC. The
Vienna Document of 1990, which was included under
the auspices of the Conference on Security and Coop-
eration in Europe (CSCE), was added to OSIA’s inspec-
tion and escort requirements.

Other ongoing arms control negotiations will further
contribute to security arrangements. The United States
is involved in a number of talks, including the continu-
ation of Defense and Space Talks, CFE Follow-on
Negotiations, CSBM Negotiations, CWC, and regional
arms control initiatives. The United States is negotiating
a follow-on arms control and security dialogue forum
with all states participating in the CSCE. This new
forum will contain not only traditional arms control, but
new transparency measures, enhanced dialogue among

states, and increased military contacts. This new forum

and its contents, which are still under negotiation, will
be launched after the Helsinki CSCE Review Confer-
ence in the spring of 1992.

LOW-INTENSITY CONFLICT

The end of the Soviet Union does not presage the end
of low-intensity conflict security concerns for the
United States. The continuing disengagement of the
former Soviet Union does mean, however, that the
United States should be able to counter low-intensity
conflict threats with greater selectivity, flexibility, and
prospects for favorable outcomes.

As in the past, U.S. forces will be called upon, and
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FY 1992 Military Assistance as a Share of the Federal Budget

Chart 2

Military Aid $4.7

Other Foreign Aid $31.4°
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Includes DoD, Atomic Energy Defense, and Defense-related.

must .be trained, equipped, and prepared to respond to undertakes missions such as peacekeeping, disaster
conﬂlct challenges such as terrorism, drug trafficking, relief, nation-building assistance, humanitarian assis-
and.lnsurgencies. We also anticipate that the geopolitical tance, military-to-military contacts, and security
environment of the 1990s will place increased emphasis assistance. In all of its operations, DoD cooperates
on the Department’s peacekeeping mission and such closely with the Department of State. Indeed, the
contingencies as noncombatant evacuation operations. effectiveness of DoD’s contribution hinges on a clear
As shown by the experience of recent decades, low- translation of our foreign policy objectives into opera-
intensity conflict is not just a scaled-down version of | tional tasks for the U.S. military. Hence the Depart-
cqnventional conflict. Rather, it often requires specially ment continues to maintain active liaison with the
Fallored military capabilities as well as a balanced and Department of State and other agencies in developing
integrated application of all elements of U.S. national programs to meet the challenges and explore the
power. The Department is working to foster this inter- opportunities arising in the post-Cold War world.

agency approach and ensure that personnel and forces

are trained for employment in the low-intensity conflict FIGHT AGAINST ILLEGAL DRUGS

environment.

Detecting and countering the production, trafficking,

FORWARD PRESENCE OPERATIONS and use of illegal drugs are high-priority national secu-

rity missions for the Defense Department. The supply

Forward presence operations of U.S. forces dem- and use of illicit drugs in the United States, and the
onstrate our commitment, foster regional stability, associated violence and international instability, pose
lepq credibility to our alliances, and enhance our a direct threat to our security. The Department of
crisis response capability. The Department of Defense Defense increased its level of funding for counterdrug




Part I Defense Policy

14 NATIONAL SECURITY CONCERNS AND DEFENSE POLICY PRIORITIES

operations in FY 1991 to nearly $1.1 billion, not count-
ing equipment, training, and services provided to
Andean countries through the Foreign Assistance Act.
The Department of Defense provides training for drug
law enforcement personnel; support for federal, state,
and local drug law enforcement agencies; and leads the
ongoing efforts to integrate the command, control, com-
munications, and technical intelligence assets of the
federal government dedicated to drug interdiction. The
National Guard and Reserves conduct counterdrug
missions in the United States in support of drug law
enforcement agencies, and have assisted in the seizure
of substantial quantities of illegal drugs.

RESEARCH AND DEVELOPMENT (R&D)

The science and technology program of the Depart-
ment of Defense is one of the foundations for our
national defense. The performance of our weapons and
other systems during the war with Iraq demonstrated the
decisive margin that superior technology can provide.
Maintaining a technological advantage is a continuous
process. Some technologies advance at an extremely
rapid rate and are often quickly diffused throughout the
world. Maintaining the technological superiority of our
forces will require continuing investments in R&D to
produce state-of-the-art capabilities.

Developments during the past three years demon-
strated how difficult it is to forecast changes in the
international security environment and the nature of
future threats. Therefore, changes in our force capabili-
ties must be based on long-term trends and must not
depend on the events of the moment. The time required
to develop a capable defense posture makes it essential
that we take a long-term perspective in developing and
acquiring modern weapons systems. Much of the mili-
tary equipment used in the Persian Gulf resulted from
efforts that originated in the 1960s and 1970s. In short,
continued investments now in R&D are essential and
will provide a prudent insurance policy for future U.S.
fighting men and women.

NONPROLIFERATION AND TECHNOLOGY
SECURITY

The use of export controls to deny potential adversar-
ies access to advanced strategic technologies, and thus
preserve our technological edge, remains an essential
element of U.S. defense strategy. Many countries con-

tinue to pursue technology needed to produce uncon-
ventional and advanced conventional weapons. The
United States has adopted multiple approaches to the
problems posed by proliferation. International
agreements, such as the 1972 Biological Weapons
Convention and the 1968 Nuclear Non-Proliferation
Treaty are essential elements, although our experience
with Iraq has emphasized that treaties alone are not
enough to prevent proliferation. The United States, its
allies, and other friendly nations also are working to
strengthen export control policies, for example, through
the Missile Technology Control Regime. In addition, the
underlying security concerns that motivate proliferation
must be addressed, and contingency planning is needed
to deal with these weapons should preventive measures
fail.

INTELLIGENCE SUPPORT

The end of the Cold War has not eliminated the
importance of effective intelligence capabilities. The
challenges of proliferation, technology transfer, terror-
ism, and illegal drugs are cases in point. The need to
respond to the more complex international environment
will place a premium on assessments of a wide range of
potential adversaries. Also, the need to apply military
force with increasing precision will place a premium on
timely, in-depth assessment of those adversaries. As the
Persian Gulf War illustrated, our intelligence must be
able to react quickly to cope with unexpected require-
ments. Without early warning of political and military
changes, we may not be able to anticipate threats to our
interests or reconstitute our military forces.

Summary -

The end of the Cold War, and the resulting far-
reaching changes in the international security environ-
ment, led to the formulation of a new defense strategy
and the design of a new force for the future. Although
the new strategy recognizes that the long-standing
global Soviet threat has disappeared, it emphasizes that
regional challenges can be serious and potentially
threatening to vital national interests. As was demon-
strated by the Iraqi invasion of Kuwait in August 1990,
regional political leaders may have the will and capabil-
ity to try to achieve their objectives through the use of
military force. The future will require a smaller, but
highly trained and well-equipped force with the capa-
bilities needed to respond to such threats.




Part I Defense Policy

COLLECTIVE SECURITY 15
COLLECTIVE SECURITY
Introduction ties, which can enhance the security of our allies. It is

As we move into the post-Cold War era, we must
recognize that our alliances remain profoundly impor-
tant. Working with countries that share our fundamental
values and security concerns helps to protect vital U.S.
national interests, and collective security arrangements
are an essential component of the U.S. national security
strategy. Our security alliances provide a clear demon-
stration of our commitments, help to deter potential
aggressors, enhance regional stability by lowering the
levels of armaments and the potential for conflict,
reduce expenditures, and reassure allies that they do not
have to rely solely on their own resources in order to
protect themselves from external threats. In these ways,
our alliance relationships provide an essential underpin-
ning for freedom, democracy, and economic develop-
ment based on market principles.

Our security relationships take many forms, depend-
ing on the nature of the shared interests. They include
industrial base and weapon development cooperation,
overseas basing and access agreements, demonstrations
of military capability to deter regional threats, training
to enhance defense capabilities, and where necessary
joint or combined deployment of military forces.
Such arrangements facilitate communications and
interoperability with allied military forces, are essential
for forward presence, support our crisis response capa-
bilities, and defend our mutual national interests.

Aliance Agreements and Defense Relationships

The United States has security agreements with many
countries around the world including seven formal alli-
ances (See Table 2). In addition, we have other less
formal arrangements. The vital importance of these
nontreaty relationships was demonstrated by the coop-
eration and assistance provided to the Coalition during
the Persian Gulf crisis, which reflected the positive
success of decades of effort to build cooperative security
relationships with many countries in the region and
around the world.

Cooperation makes it possible to reduce duplication
with and among allies and thus conserves scarce defense
resources. The U.S. armed forces have unique capabili-

equally true that some of our allies maintain assets that
can make a significant contribution to a coalition effort.
Alliance arrangements have made possible host-nation
support and other arrangements to share the mutual
defense burden, which reduce the cost of forward pres-
ence on the U.S. taxpayer and make it possible to reach
agreements on sharing responsibilities and roles with
allies and friends.

Formal U.S. Alliances Table 2

m The North Atlantic Treaty Organization
(NATO) Alliance

m The Australia-New Zealand-United States
(ANZUS) Treaty (U.S. obligations to New
Zealand currently are suspended as a
result of New Zealand’s decision to ban
U.S. nuclear-powered and nuclear-capable
ships from its ports)

m The Treaty of Mutual Cooperation and
Security between the United States and
Japan

m The Mutual Defense Treaty between the
United States and Republic of Korea

m The Mutual Defense Treaty between the
United States and the Republic of the
Philippines

m The Southeast Asia Collective Defense
Treaty (which remains in effect on a
bilateral basis with Thailand)

m The Inter-American Treaty of Reciprocal
Assistance (the Rio Treaty)

NATO continues to provide an indispensable founda-
tion for a stable security environment in Europe. It is
adapting creatively to the revolutionary changes in the
European security environment brought about by the
demise of the Warsaw Pact and the end of the Cold War.
This process, launched at the London Summit in July
1990, reached a new rnilestone at the NATO Summit in
Rome this past November. There, the alliance agreed on
a new strategic concept that encompasses both coopera-
tion with the countries of Central and Eastern Europe
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and the concept of defense and dialogue. While NATO
is maintaining the integrated military force structure to
meet the need for collective defense, the new strategic
concept calls for those forces to be more flexible, more
mobile, and multinational in character.

The United States believes that the emergence of a
distinct European security identity within the context of
transatlantic relations is compatible with NATO. For
this reason, the United States is prepared to support
arrangements needed for the expression of a common
European security and defense policy. The United States
and its alliance partners endorsed at the NATO Rome
Summit of November 1991 a complementary European
security architecture consisting of NATO, the CSCE,
the European Community, the West European Union,
and the Council of Europe. Although complemen-
tary, the summit declaration confirmed that
NATO should remain the primary focus for consult-
ation with our European allies and for the formula-
tion of policies regarding the security and defense
commitments of NATO members. In addition, the
United States continues to seek agreements with its
NATO allies to achieve equity in sharing the costs
of roles, risks, and responsibilities of the common
defense.

The United States will continue to work with allies in
East Asia and the Pacific to sustain bilateral security
arrangements. In 1991, the United States and Japan
agreed on a new host-nation support arrangement under
which Japanese contributions will cover all foreign
labor and utility costs. By 1995, Japan will be paying
more than 70 percent of our stationing costs, excluding
military salaries. The value of the cost-sharing agree-
ment with Japan will be about $17 billion over the next
five years. No other ally pays as much as Japan in
support of our forward-based forces.

Despite the recent unprecedented “Agreement be-
tween North and South Korea on Reconciliation,
Nonaggression, and Exchange,” the Korean Peninsula
remains, for the moment, the most likely scene for the
eruption of conflict in Asia. The North Korean nuclear
weapons development program poses the most danger-
ous threat to peace in the region. North Korea remains
under the autocratic control of a communist dictator.
U.S. forces deployed on the peninsula act to deter North
Korea, but should hostilities erupt the United States
remains committed to fulfill its treaty obligations for the
defense of the Republic of Korea. The Republic of

Korea’s host-nation support contribution has grown
between 1989 and 1992 from $45 million to $180 mil-
lion. South Korea is also moving to assume the leading
role in its own defense.

Following the successful conclusion of the war in the
Persian Gulf, the United States has pursued expanded
defense arrangements with the Gulf States that will
better address the security needs of the region when
implemented. The primary objectives of these arrange-
ments are to deter future aggression in the region and, if
deterrence fails, to be in a better position to respond to
a crisis than we were in August 1990. U.S. interests in
the area necessitate international cooperation based on
the principle of collective security with the nations of
the region, as well as with our Western allies. Towards
that goal, the United States recently signed defense
cooperation agreements with Kuwait and Bahrain; these
agreements are in addition to the long-standing agree-
ment with Oman. We continue to explore similar
arrangements with other friendly countries in the region.

Access to facilities in the nations of sub-Saharan
Africa made an important contribution to the Coalition
effort during Operation DESERT STORM, both for the
United States and for the other Coalition forces. Such
access would have been even more important had the
conflict been prolonged. The nations with whom the
United States has formal and informal access agree-
ments (which include Djibouti, the Gambia, Kenya,
Liberia, Senegal, and Seychelles) face enormous prob-
lems. Failure of the Western nations to promote stability
in Africa could result in disruption in the production or
distribution of strategically important resources and
could reduce access to facilities important to regional
contingencies.

The United States cooperates with countries in Latin
America to promote our common security and demo-
cratic consolidation. Over the past decade, nearly all
nations in Latin America have made substantial progress
towards democracy and free markets, but a notable
exception is Cuba, where an isolated ruler continues to
adhere to a discredited communist ideology.

Recognizing that national security and economic se-
curity are indivisible, the United States has signed trade
and investment framework agreements with the over-
whelming majority of Latin American countries under
President Bush’s Enterprise for the Americas Initiative.
In addition, Latin American military officers and civil-
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ian executive branch officials are being trained in the
United States to plan, program, and organize defense
budgets. The United States is working to make the
region safer by encouraging full adherence to the Treaty
of Tlatelolco (concerning nuclear nonproliferation), In-
ternational Atomic Energy Agency safeguards, and
guidelines of the Missile Technology Control Regime.

The Panama Canal Treaty and the Treaty on
Permanent Neutrality of and Operation of the Panama
Canal provide for a partnership between the United
States and Panama in operating and defending the canal.
We are proceeding on a schedule to transition to full
Panamanian control of the canal in 1999.

International Defense Cooperation

The Department of Defense considers international
defense industrial cooperation to be a significant
element of the U.S. acquisition process. By taking
advantage of the growing technological capabilities of
our allies, we can make more efficient use of scarce
defense resources. Allies have unique capabilities of
value to the United States and joint projects can provide
stability in production through sales, coproduction,
cooperative development, and logistic support efforts.
This cooperative approach promotes modernization,
reduces research and development expenses, improves
access to technology, and makes it possible to achieve
economies of scale. These economic relationships with
allies strengthen the U.S. defense alliance relationships
with them.

The importance of cooperative weapon development
programs will grow. Tighter alliance defense budgets
will reduce the resources available for weapon develop-
ment and procurement. At the same time, the techno-
logical capabilities of our allies should continue to grow.
Accordingly, such cooperation will remain an integral
aspect of our overall defense acquisition strategy.

Overseas Basing and Access

The United States needs overseas bases to sustain its
forward presence and to provide facilities for regional
contingency operations during periods of crisis. Our
successes in the Persian Gulf were due in no small
measure to our access to overseas bases. Foreign bases
enhance deterrence, contribute to regional stability, and
facilitate rapid response by U.S. forces.

The end of the Cold War and the evolving capabilities
of our allies make it possible to significantly reduce our
forward-based presence. During the next few years, we
will make substantial cuts in the number of personnel
now stationed in Europe and the Pacific. For this reason,
we have closed many of our overseas bases and will
continue this process as we draw down our forward-
deployed forces.

The United States also will continue to require access
arrangements in key locations around the globe. Main-
taining an adequate level of presence overseas is essen-
tial to the maintenance of our alliances in Europe and
Asia. The United States will continue to develop access
arrangements to support deployment of U.S. forces over
the full range of conflict. In addition to overseas basing,
our naval and long-range air forces provide flexible and
responsive access to those regions where basing is not
feasible for military, political, or economic reasons.

Although U.S. forces are being withdrawn from the
Philippines, the United States will maintain a strong,
visible presence in Southeast Asia. The government of
Singapore has agreed to permit expanded U.S. military
access to existing Singaporean facilities in a move that
is indicative of a new approach to maintaining U.S.
presence in the region — a network of access agree-
ments in lieu of permanent bases.

Security Assistance

Security assistance directly supports U.S. foreign
policy and national security objectives in the dynamic
post-Cold War international security environment. The
military component of security assistance, implemented
by the Department of Defense in accordance with poli-
cies established by the Department of State, has as its
principal components the Foreign Military Sales (FMS)
program, the Foreign Military Financing (FMF) pro-
gram, and the International Military Education and
Training (IMET) program. Also included are special
authorities which provide for emergency drawdowns of
defense inventories and the Excess Defense Articles
program.

The FMS program is the government-to-government
channel for U.S. defense sales to allies and friends.
Defense sales strengthen collective security by enhanc-
ing the self-defense capabilities of allies and friends,
promoting interoperability between U.S. and foreign
military forces, and establishing close and productive
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military-to-military relationships. The FMF program
finances defense purchases by more than 50 countries
in support of U.S. foreign base and access rights, Middle
East peace and stability, counternarcotics efforts, and
democratic development.

The IMET program is a low-cost grant aid program
that provides military education and training to over
5,000 foreign military and civilian defense personnel
from over 100 countries each year. In addition, IMET
exposes future leaders of many foreign defense estab-
lishments to American values, regard for human
rights, and democratic institutions. With the end of the
Cold War, IMET has been expanded to provide edu-
cation for military and civilian officials from some
former Warsaw Pact countries. The IMET program is
one of the least costly and most effective programs for
maintaining U.S. influence and assisting foreign
countries with their development of self-defense
capabilities.

The contribution of security assistance to the Coali-
tion forces’ success in the Persian Gulf War attests to the
important role it will play in responding to such threats
in the future. In Saudi Arabia, much of the military
infrastructure that enabled the rapid build-up of a formi-
dable Coalition was built under FMS programs. Robust
and long-standing security assistance relationships belped
establish and preserve base and access rights that were
highly important to the success in the Gulf.

The United States proceeds with FMS only when they
support the foreign policy and national security objec-
tives of the United States, such as regional stability and
economic development. Consistent with this long-
standing U.S. policy, President Bush launched his initia-
tive to obtain the agreement of four other major foreign
supplier nations to establish guidelines of restraint to
help prevent destabilizing arms transfers to the volatile
Middle East/Persian Gulf region.

The U.S. ability to most effectively utilize security
assistance is, however, impaired by declining resources
and reduced flexibility. Funding for FMF has declined
steadily since FY 1984. At the same time, the percentage
of FMF funds earmarked by Congress for particular
programs has increased from 49 percent in that year to
86 percent in FY 1991. As a consequence of these two
trends, disproportionate reductions must be imposed on
the majority of recipients. We are concerned that these
trends, combined with other restrictions and require-

ments which prevent, delay, or complicate the use of
security assistance, impede our ability to respond to
challenges in particular countries or regions.

Support for Peacekeeping Activities

The changing international security environment and
renewed prominence of the United Nations have
increased the scope of the U.N.’s peacekeeping efforts
and widened the potential for greater U.S. participation
and support for peacekeeping operations. U.S. law
provides for U.S. armed forces participation in U.N.
peacekeeping forces, with the cost of such participation
normally borne by the United Nations. U.S. military
officers have served in U.N. peacekeeping missions
since 1948, but more than half of these officers are in
positions created only within the last year with the
formation of peacekeeping missions in Kuwait/Iraqg,
the Western Sahara, and Cambodia. The Defense
Department also provides logistic support and planning
expertise to the United Nations, and has provided assis-
tance to other peacekeeping operations where the
United Nations is not involved in the Middle East and
Africa. These activities, undertaken in close cooperation
with the Department of State, support U.S. foreign pol-
icy objectives for the peaceful resolution of conflict;
reinforce the collective security efforts of the United
States, our allies, and other U.N. member states; and
enhance regional stability.

Humanitarian Assistance

For the past seven years, the Department of
Defense has conducted humanitarian and civic
assistance programs in support of broader U.S.
foreign policy objectives. Our assistance, provided
to more than 75 countries worldwide, has enhanced
military-to-military relations, improved rela-
tions with the people of several countries, and
made a major contribution to the relief of human
suffering. This assistance takes many forms,
including donation of excess food, clothing, and
medical supplies, construction of schools and roads
by U.S. military personnel, foreign disaster assis-
tance, and the transportation by U.S. military air-
craft of privately donated humanitarian cargo.

During the past year, the Department of Defense
demonstrated anew its ability to respond rapidly to
humanitarian disasters in Africa, Latin America, Asia,
Eastern Europe, and even the former Soviet Union.
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Operation PROVIDE COMFORT, which provided
timely assistance to refugees in northern Iraq, and
Operation SEA ANGEL, which facilitated disaster
relief in Bangladesh, were examples of the contribu-
tion of the Department of Defense to urgent humani-
tarian needs. These accomplishments were in addition
to ongoing activities worldwide, especially in Latin
America and the Pacific area. Although the ability of
the Department of Defense to provide humanitar-
ian assistance is extremely limited under current
law, except in support of the United Nations, the
Department has made effective use of its capability to
support humanitarian efforts.

Summary

In a dynamic and uncertain world, we will continue
to depend on strong alliances and collective security
arrangements. The post-Cold War international order
will be shaped in part by the collective efforts of the
United States and its allies. Alliances provide a frame-
work for long-range planning and crisis response. On-
going security ties make it possible to develop working
relationships critical to successful cooperation in times
of crisis. Because it can take years to develop strong
security ties among nations, it may not be possible to
rebuild or create relationships in times of crisis.
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Introduction lessons learned from the Gulf War, continuing changes

The Administration’s amended fiscal year (FY) 1993
Department of Defense budget request is $267.6 billion
in budget authority and $272.8 billion in outlays. This
is the second year of a biennial budget request and the
second year of DoD’s FY 1992-97 Future Years Defense
Program (FYDP), spending for which is forecast in
Table 3. This budget request reduces the FYDP by $50.4
billion in budget authority below the planned levels,
adjusted for inflation revisions and 1991 congressional
action, that were in last year’s request (See Table 3a) and
that were consistent with the 1990 Budget Enforcement
Act (title XTII section of Public Law 101-508).

The requested FY 1993 DoD budget authority is, in
real terms, 28.8 percent below FY 1985. Under the
President’s budget, in FY 1997 the cumulative real
decline since FY 1985 will reach 36.8 percent (See Table
4). As a share of America’s gross national product, DoD
outlays are expected to fall to 3.4 percent in FY 1997,
well below any time since before World War II (See
Chart 3).

The FY 1993 defense request received careful review
before it was finalized. The prime goal of the review was
to ensure that the request took appropriate account of

National Defense Topline*

(Current $ Billions) Table 3

1992 1993 1994 1995 1996 1997
Budget Authority
DoD 051 270.9 267.6 267.8 269.9 270.4 274.6
DoE & Other 129 133 139 145 153 16.0

Total 050 283.8 280.9 281.7 2844 2857 290.6
Outlays
DoD 051 282.6 272.8 267.4 267.9 2709 273.6

DoE & Other 126 131 136 141 149 155
Total 050 205.2 285.9 281.0 282.0 2858 289.1

* Excludes cost of Operation DESERT SHIELD/STORM.

in the former Soviet Union, congressional action on the
defense budget for FY 1992, President Bush’s historic
scaling back of the U.S. nuclear posture, and other
factors that have surfaced in the past year. Our review
resulted in some changes to the FY 1993 portion of the

DoD Budget Authority
(% Billions) Table 3a
Cumulative
1992 1993 1994 1995 1996 1997 1992-97
President’s
FY1992
DoD Budget ~ 278.3 277.9 278.2 280.7 282.6 287.4
Adjusted
Summit Level' 277.5 275.6 275.8 278.3 279.9 284.6 (-13.4)
Program
Adjustments -66 -80 -80 -84 -95 -100 -504
President’s
FY 1993
DoD Budget  270.9% 267.6 267.8 269.9 270.4 274.6 (-63.8)

' Defined as January 1991 budget levels extended to 1997 and
adjusted for 1991 congressional action, technical corrections, and
inflation.

2 Excludes cost of Operation DESERT SHIELD/STORM.

DoD Outlays ($ Billions) Table 3b
Cumulative
1992 1993 1994 1995 1996 1997 1992-97
President’s
FY 1992
DoD Budget 283.0 279.1 273.3 274.6 278.5 283.3
Adjusted
Summit Level' 283.2 278.0 271.5 272.5 276.1 281.3 (-9.7)
Program
Adjustments 06 -52 41 47 52 -77 -274
President's
FY 1993
DoD Budget? 282.6 272.8 267.4 267.9 270.9 273.6 (-37.1)

! Adjusted for lower inflation projections; FY 1993-95 levels are
consistent with the budget summit agreement.

2 Excludes cost of Operation DESERT SHIELD/STORM.
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DoD Budget Authority

(% in Billions) Table 4
Year Current$ Constant$ Real Growth

%

1985 286.8 375.6
1986 281.4 359.1 4.4
1087 279.5 345.7 -3.8
1988 283.8 3385 2.1
1989 290.8 3337 1.4
1990° 291.0 324.1 2.9
1991 276.0 292.9 9.6
1992" 27752 287.8% -1.8
1993 267.6 267.6 7.0
FY 1985-1993 real change: -28.8
1994 267.8 258.0 -3.6
1995 269.9 250.4 2.9
1996 270.4 241.8 -3.4
1997 274.6 237.5 -1.8
FY 1985-1997 real change: -36.8

1 Excludes cost of Operation DESERT SHIELD/STORM.

2 Enacted in FY 1992 DoD Appropriations Act. The FY 1992 figure in
this year's budget request ($270.9 billion) differs because it reflects
a proposed environmental supplemental appropriations and pro-
posed rescission of already appropriated funds.

FY 1992-93 biennial budget submitted to Congress in
February 1991; but it is important to remember that —
from its inception — our FY 1992-93 biennial request
assumed that regional contingencies, not Soviet military
power, would be our main security concern in the future.
Furthermore, the Gulf War overwhelmingly corrobo-
rated the spending priorities already programmed into
our FY 1992-93 request.

Under the President’s defense request, by FY 1997
the cumulative real decline in defense outlays since FY
1985 will be 26 percent. Over the same period, manda-
tory federal spending is projected to increase in real
terms about 33 percent and domestic discretionary out-
lays to increase about 8 percent (See Chart 5).

‘Budget Imperatives

If favorable global security trends continue, America
can safeguard its vital interests within the declining
defense budgets projected through FY 1997. However,
that requires that allocations within those budgets be
made wisely, to provide the maximum support for the
new U.S. defense strategy.

Defense Outlays as a Share of the Gross National Product

Chart 3
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Department of Defense Budget Authority and Outlays®
(Dollars in Billions) Chart 4

Current-Year
Operations
Current-Year $11.8
Military Investment

Personnel $30.8
$77.1

Prior-Year
Programs
$104.4

Pay and
Pay-Related
$131.3

Procurement Operations &
$54.4 Maintenance ¢
$86.5
FY 1993 Budget Authority FY 1993 Outlays ¢
$267.6 $278.3
#Numbers may not add to totals due to rounding. “Operations and Maintenance includes the cost of DoD civilian personnel.
Includes retirement pay accrual costs. 9Includes $5.5 billion in outlays attributed to Operation DESERT SHIELD/STORM.

Domestic Discretionary, Defense and Mandatory Outlays
Cumulative Real Changes FY 1985-97 Chart 5
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America’s defense strategy requires top-quality, ver-
satile forces — ready to respond quickly and effectively
to a wide variety of threats to U.S. security interests
around the world. To provide maximum support to the
strategy within fiscal constraints, the FY 1993 defense
budget request was formulated in consonance with the
following imperatives:

m People. Policies and programs should reflect that the
high quality of U.S. military personnel is the most
important determinant of America’s military strength.

m Power projection/mobility. The United States must be
able to project military power around the globe to
safeguard vital U.S. interests.

= Quality of the force. U.S. forces must remain superior
in capabilities to possible adversaries in order to deter
aggression convincingly and ensure decisive success,
with the least possible cost, should deterrence fail.

m Readiness. Effective levels of manning, training,
maintenance, equipping, and sustainability ensure that
U.S. forces are capable of operating effectively and

rapidly.

m Robust strategic offensive and defensive forces. To
ensure nuclear deterrence, we must maintain strong
offensive nuclear forces. Additionally, we must pursue
strategic and theater defenses to provide global pro-
tection against limited ballistic missile strikes —
whatever their source.

m Technological advantage. Through vigorous research
and development (R&D), and timely modernization,
our forces must have the benefit of advanced technol-
ogy required to give them a decisive advantage over
possible adversaries.

m Efficient acquisition. To develop and procure military
hardware efficiently and in sufficient quantities, we
must: fund sustainable production rates for essential
programs; emphasize multiyear procurement; termi-
nate lower priority programs; and retain an effective
defense industrial base.

m Streamlined modern infrastructure. The United
States must reduce and make more efficient its
defense infrastructure, closing unneeded defense
facilities. We must provide a prudent level of
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investment to maintain remaining facilities and
infrastructure.

Budget Content

The force structure implications of the new defense
strategy are embodied in the Base Force, a force struc-
ture that the Department of Defense believes is the
minimum required to protect U.S. national interests.

Projected force reductions from FY 1990 to FY 1995
include:

m Army divisions: From 28 (18 active) to 18 (12 active)
— the FY 1995 total of 18 does not include 2 cadre
divisions;

m Navy aircraft carriers: From 16 to 13 total (including
a training carrier);

m Carrier air wings: From 15 (13 active) to 13 (11
active);

m Navy battleships: From 4 to 0;

m Total naval battle force ships: From 547 to 452;

m Air Force fighter wing equivalents: From 36 (24 ac-
tive) to 26.5 (15.25 active);

m Heavy bombers (primary aircraft authorized): From
268 to 181;

m Nuclear-powered ballistic missile submarines: From
33 to 23.

The Marine Corps will maintain three active and one
reserve divisions, three active and one reserve aircraft
wings, and associated active and reserve combat service
support — although at somewhat reduced levels.

The Gulf War interrupted the streamlining and re-
structuring of U.S. armed forces, but it is now proceed-
ing smoothly. By the end of FY 1992, we will essentially
be back on schedule.

Defense personnel totals will fall more rapidly than
planned just a year ago. From its post-Vietnam peak of
2,174,000 in FY 1987, active military end strength in
FY 1997 will be 1,626,000 — about 25 percent below
the 1987 peak. In FY 1997, reserve personnel levels are
planned to be 20 percent below FY 1987. In FY 1997,
DoD civilian strength will fall to 904,000 — about 20
percent below its FY 1987 post-Vietnam peak. This
planned decrease reflects both the shrinking U.S. mili-
tary strength and DoD management improvements.

Highlights of our FY 1993 request include spending
on training, maintenance, and other relevant accounts at

levels sufficient to sustain high readiness for U.S.
forces. The request also supports pay and benefits that
are essential to preserving force quality.

The FY 1993 request is the first to reflect fully a new
approach to defense acquisition. Its distinctive features:

m Heavy emphasis on government-supported R&D, to
maintain America’s technology base and to keep its
military know-how on the cutting edge;

m More reliance on prototypes to demonstrate and vali-
date new capabilities;

m Advancing from prototype to full-scale production on
fewer systems, and only after thorough testing;

m Greater attention to the producibility of new systems
and to manufacturing processes; and

m Higher reliance on upgrading and inserting new capa-
bilities into existing platforms, rather than fielding
totally new systems.

Reflecting this new acquisition approach are numer-
ous adjustments in acquisition programs, including:

m B-2 stealth bomber. Cap production at 20 aircraft, but
pursue vigorous research on stealth technologies;

m SSN-21 Seawolf attack submarine. Terminate at one
boat, develop lower-cost design, and pursue other
antisubmarine warfare (ASW) systems;

m Comanche helicopter. Shift focus from full production
to building prototypes and developing its avionics,
engine, and other subsystems;

m Small Intercontinental Ballistic Missile (ICBM). Ter-
minate development, but upgrade and extend the serv-
ice life of Minuteman III missiles; and

m Air Defense Antitank System (ADATS). Terminate
the Army’s ADATS, but initiate development of air-
craft tracking and guidance technologies.

Consistent with U.S. strategy and projected force
reductions, America’s permanent overseas presence is
being reduced. DoD’s January 1992 announcement
brought to 441 the number of overseas bases and sites
that will be returned to host nations, with another 51 that
will be reduced or placed in standby status. These an-
nounced actions affect about 30 percent of the U.S.
overseas base structure. Eventually DoD expects to
reduce its overseas base structure by almost 40 percent.
The 1988 and 1991 commissions will result in the
closure or reduction of 9 percent of domestic bases and
facilities. A 1993 commission will consider additional
domestic actions.
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Operation DESERT SHIELD/STORM

The topline budget figures in this chapter and Table
4 exclude the dollars appropriated to pay the incremental
U.S. costs of Operation DESERT SHIELD/STORM.
Doing this is consistent with the 1990 Budget Enforce-
ment Act, which mandated that U.S. spending on
Operation DESERT SHIELD/STORM be treated as
emergency funding requirements and not subject to the
defense budget ceilings agreed by the Congress and the
Administration.

To understand the budgetary consequences of the
Gulf War, it is essential to distinguish between costs and
financing. In this context, costs refer to incremental
costs, that is, costs that the Department of Defense
would not have incurred absent the war. Not all these
costs require financing — either from cash contributions
from our allies or from the U.S. Treasury.

Incremental Operation DESERT SHIELD/STORM
costs are estimated at $61.1 billion.

To offset these incremental costs, U.S. allies pledged
to contribute $54.0 billion. As of January 1992, allied
contributions are approximately $47.0 billion in cash
and $5.6 billion in in-kind assistance (See Table 5).

Subtracting from the estimated incremental costs, the
$54 billion in allied commitments, and the $1.2 billion
in not-to-be-replaced losses noted above, the net U.S.
costs to the U.S. taxpayer for Operation DESERT
SHIELD/STORM are expected to be a maximum of
$5.9 billion. Of this, about $2.1 billion was already
financed in FY 1990, and $1 billion was covered by
transfers within the FY 1990 and FY 1991 defense
budgets. Thus, the maximum additional costs are ex-
pected to be approximately $2.8 billion in FY 1992 and
subsequent years.

Looking Ahead

Refinements in America’s defense strategy and the
restructuring of its armed forces continue in recognition
of favorable global developments, especially within the
former Soviet Union and Eastern Europe. The force
levels and programs in the FY 1992-97 FYDP were
based on the assumption that these favorable conditions
would continue.

The pace of the planned defense drawdown —
reflected in the average 4 percent per year real decline

Operation DESERT SHIELD/STORM
Foreign Government Contributions to

Offset U.S. Costs (U.S. $ Million) Table 5

Receipts Future
" Contributor Cash' In-Kind' Total Receipts

Saudi Arabia 11,702 3,975 15,677 1,162

Kuwait 16,015 41 16,056

UAE 3,870 218 4,088

Japan 9,437 571 10,008 4

Germany 5,772 683 6,455°

Korea 150 100 250 105

Others 8 22 30

Total 46,954 5,611 52,565 1,271

1 Cash received as of January 23, 1992; In-kind as of January 1,
1992.

2 Germany’s commitment was $6,572 million, but it included over
$200 million of ammunition that the U.S. chose not to accept due
to the termination of the war.

Description of Incremental Costs $ Billion
FY 1990 costs financed by FY 1990

supplemental appropriations 2.1
Transfers from already appropriated

FY 1990-91 DoD funds (From

deferrable maintenance and other

nonessentials) 1.0
Goods/services covered by allied

in-kind assistance 5.8
FY 1991-92 costs, exclusive of the

above categories 47.1
Materiel losses that will not be replaced 1.2
Long-term survivor/veteran benefits 39

Total: 61.1
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in spending projected through FY 1997 — is prudent, our control. However, it also depends on how wisely we
from both a security and a budget standpoint. allocate scarce defense funds in this and future years.
We will continue to work with Congress to adopt budg-

The level of defense spending we will need beyond ets that provide optimal support for U.S. defense

FY 1997 depends on many global factors largely beyond strategy.
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STRENGTHENING DEFENSE MANAGEMENT

Introduction

The Secretary of Defense’s July 1989 Defense Man-
agement Report (DMR) to the President was an all-
encompassing review of the defense acquisition system
and the management practices of the Department of
Defense. The DMR set forth the plan requested by
President Bush to improve the defense acquisition sys-
tem and manage more effectively the Department of
Defense and our defense resources. It established the
framework to make fundamental changes in the way
the Pentagon does business through ongoing and
long-lasting management improvements within
the Department.

The underlying philosophy guiding DoD’s manage-
ment improvements is to centralize policies, procedures,
standards, and systems while decentralizing their exe-
cution and implementation. Significant progress has
been made in reducing the cost of doing business by
streamlining management structures, cutting excess
infrastructure, eliminating redundant functions, and
initiating standard business practices throughout the
Department. Consequently, all components of the
Department are involved in implementing the DMR.

Acquisition Initiatives

Acquisition improvement was a major focus of the
DMR. The Packard Commission, as well as numerous
studies of the acquisition system, has reported that the
system is encumbered by overly detailed and confusing
laws, regulations, contracting guidance, and specifica-
tions. The morass of regulations needlessly complicates
the acquisition process and leaves little room for busi-
ness-like decisions that are so important to enhancing
efficiency and improving effectiveness. As a result of
the DMR, an all encompassing restructuring of acquisi-
tion related guidance is under way.

In an effort to identify and eliminate all nonvalue
added or redundant guidance, we have examined over
500 acquisition directives and instructions and identi-
fied almost 400 for cancellation, consolidation, or revi-
sion. Of those chosen for cancellation, over half have
already been eliminated. The revisions under way
reflect the understanding that managers at all levels are

competent, trained, and want to do a good job; accord-
ingly, they should not be overburdened with detailed
proscriptions and prescriptions that stifle creativity and
individual judgments which are so essential to improv-
ing productivity and reducing cost. Finally, they also
reflect the belief that DoD level acquisition guidance
should be written so that it can be implemented with
virtually no supplementation by the military
departments.

A notable example of the improvements to the acqui-
sition directives is the new cornerstone directives on
acquisition policy and procedures. The revised docu-
ments clearly reflect the philosophy and the objectives
of the DMR while allowing the cancellation of 50 sepa-
rate directives and 15 policy memoranda. The result is
a single source for clear, uniform acquisition system
guidance.

In a similar effort to reduce burdensome guidance,
DoD completed an initiative that streamlined and totally
rewrote the Defense FAR Supplement (DFARS). Every
policy in the DFARS was analyzed, and any policy
determined unnecessarily restrictive or duplicative was
deleted. Regulatory burdens that inhibited good busi-
ness practices, did not add value, or lengthened the
procurement process were eliminated. The new
DFARS, which became effective December 31, 1991, is
less than half the size of the previous DFARS.

The Department is participating with the General
Services Administration, the National Aeronautics and
Space Administration, and the Office of Federal
Procurement Policy in an effort to determine how the
Federal Acquisition Regulation (FAR) might more
effectively serve the needs of its users. We are evaluat-
ing the results of a survey distributed to FAR users in
government and industry and will develop a plan to
implement needed improvements. We are also actively
considering a number of recommendations for FAR
revisions that we have received from industry.

In addition, we have reviewed over 35,000 military
specifications and standards, with the intent of replacing
as many with commercial item descriptions (CIDs)
as possible. As a result, 2,500 have been canceled out-
right; 1,500 have been replaced with CIDs or industry
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standards. As a result of this effort, 14,000 will be
canceled, replaced, or revised. We anticipate that the
increased use of item descriptions commonly accepted
in the private sector will bring suppliers to the DoD
industrial base who would not otherwise do business
with the Department of Defense.

The Department also submitted a DMR legislative
package to Congress requesting specific changes in law
to expand opportunities for improving defense manage-
ment. A number of the legislative proposals forwarded
by the Department were enacted in the FY 1991 Defense
Authorization Act. One of the enacted provisions per-
mits the Department to test private sector management
techniques in order to increase efficiency and econ-
omy in the management of major defense programs.
This proposal permits the Department to test innova-
tive business methods by managing up to six pilot
programs.

Lastly, in response to a DMR White Paper which
reviewed congressional oversight, 30 percent of the
recurring reporting requirements were eliminated by the
Congress. The report noted that over the years the
Congress and the DoD have tried to make improvements
through more detailed federal laws and regulations. As
a result, the system today is extremely cumbersome.

It is crucial that the acquisition system be streamlined
in order to acquire necessary weapons systems at less
cost, in less time, and with great assurance of promised
performance. To assist in this effort, a panel at the
Defense Systems Management College is undertaking
a review of defense procurement law. This panel is to
provide, by December 1992, proposals for a fundamen-
tally restructured, streamlined, and improved body of
acquisition law. It has begun this important task and will
focus on limiting statutory provisions to those necessary
to ensure financial and ethical integrity of government
programs and protecting other fundamental government
po